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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1988 1989 1990 prov. 
Domestic Economy 

Population (millions) 15.3 16.4 16.9 
GDP in current dollars 3,116 3,320 3,427 
Per capita GDP, current dollars 195 203 203 
GDP in mil. shillings (1987 Ush) 186,967 199,247 205,649 

% change 7.2 6.6 
Per capita GDP, 1987 shillings 11,724 12,150 

% change 4.3 3.6 
Annual inflation rate (year end) 159.2 66.9 


Production and Employment 
Labor Force N/A N/A 
Industrial production growth rt. 23.7 17.1 
Foreign Investment N/A N/A 


Balance of Payments 
Exports (F.0O.B.) 266 278 
Imports (C.I.F.) 587 676 
Trade Balance -321 -398 
Current-account balance -160 -225 

Foreign debt (year end) 1421 1624 
Debt-service paid (incl. IMF) N/A N/A 
Debt-service owed (incl. IMF) 200 241 
Debt-service ratio 62 70 

Gross reserves (year end) 49 14 
Legalized forex rate (year avg) - - 
Official exch. rate (year avg) 106.14 223.09 


U.S.-Uganda Trade 
U.S. exports to Uganda (F.A.S.) 15.9 23.1 

-S. imports fm. Uganda (C.I.F.) 62.1 40.0 

-S. share of Uganda exports (%) 17.2 14.0 
-S. share of Uganda imports ($%) 2.9 4.1 
-S. bilateral aid 
Economic (fiscal year) 29.8 Be ok 
Military (Thousands of USdols) 102 130 
Principal U.S. exports: Earthmoving equipment, vegetable oil. 
Principal U.S. imports: Coffee. 


Note: Accurate, consistent data for Uganda are not available. 
should be treated as best estimates. 
N/A = Not Available 


Sources: Government of Uganda, IMF, U.S. Embassy estimates. 





SUMMARY 


Economic activity in Uganda in 1991 is dominated by the reform 
efforts of the National Resistance Movement (NRM), supported by 
the International Monetary Fund (IMF), World Bank, and 
international donors. Reforms had positive results in 1990. 
Inflation, which fell from 260 percent in 1986 to 67 percent in 
1989, was a manageable 25 percent in 1990. Non-coffee exports, 
particularly tobacco, cotton, and tea exports, grew by 47, 38, 
and 16 percent respectively, in response to policy changes. 
Returns to farmers also increased as foreign exchange earners 
were allowed to retain earnings in foreign exchange or cash 


them in foreign exchange bureaus at the legalized parallel 
rate. 


Uganda's economic recovery is fragile, however. The economy 
was vulnerable to external events such as the decline in the 
world price of coffee in 1989/90 and oil price increases during 
the Persian Gulf conflict in 1990/91. Largely due to the 
decline in coffee income, Uganda's GDP growth slowed to 3.2 
percent after rising 6.6 percent the previous year. Export 
earnings dropped 25 percent in 1990 over 1989. Inflation 
lingered around 25 percent in the first quarter of 1991 due to 
higher food, fuel, and transportation costs. 


As the current account deficit worsened in 1990, Uganda became 
more dependent on external assistance. Coffee receipts, which 
account for almost 90 percent of foreign exchange earnings, 
dropped from $264 million in 1989 to $183.6 million in 1990 due 
to the severe depression in world coffee prices since the 
demise of the International Coffee Agreement in 1989. Rising 
debt payments and fuel bills consume virtually all cash earned 
from coffee. Donors have succeeded in filling the gap between 
earnings and payments in the public sector. Western donors 
pledged $850 million for further development of Uganda's 
economy in 1991/92, a 33.4 percent increase over the $637 
million received in 1990/91. Arab and Eastern Bloc nations 
also provide project and balance-of-payments support. 


Multilateral development banks, particularly the World Bank, 
still represent the best source of business in Uganda for 
American firms. In addition, the number of private importers 
of consumables, inputs, and services increased in 1990, 
spelling opportunity for American exporters. A new investment 
code enacted in 199] improved the outlook for investment in 
Uganda. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: After the National Revolutionary Movement 
(NRM) came to power in January 1986 and launched its Economic 
Recovery Program (ERP) in 1987, GDP growth was greater than 6 
percent per year, albeit from a very low base for each of the 
next two years. In 1990 GDP growth was 3.2 percent. Slower 
growth was due to very low returns on coffee, the country's 
principal crop. This trend is expected to continue through 
1991. 


Agriculture: Agriculture is the base of Uganda's economy. 
Over 90 percent of Uganda's 17.8 million inhabitants live in 
rural areas, and agriculture accounts for 66 percent of GDP. 
Many of the government's efforts to rehabilitate the country's 
economy are aimed at improving infrastructure to support 
increased agricultural production and exports. Coffee, cotton, 
tea, tobacco, and sugar are Uganda's traditional export crops. 
Tea has the best chance among the non-coffee crops of 
recovering to 1972 levels of production. Grown both by 
smallholders and on large commercial estates, tea production 
increased by 42 percent to 6,627 tons in 1990. Tobacco and 
Sugar are also recovering quickly. The tobacco industry is 
dominated by British American Tobacco, which has effective 


producer, processor, and marketing linkages in place. Two of 
the country's three sugar refineries are back on line; donors 
have begun rehabilitating the third. While cotton production 
is making a fairly impressive recovery, its marketing remains 
in the hands of an inefficient parastatal. Significant 
nontraditional exports are sesame seeds, fish, and 
horticultural crops, such as pineapples and hot peppers. 


Coffee: Uganda's weak balance of trade position further 
deteriorated in 1990 due to declining coffee earnings, for 
which there is no recovery in sight. The importance of coffee 
to Uganda's economy in the short term cannot be overstated. 
Coffee made up 88 percent of total exports from Uganda in 1990, 
and coffee export taxes in FY 1989/90 accounted for 13.8 
percent of total central government revenue. As exports 
continue to fall, so do hard currency earnings and government 
revenues. Coffee earned $183.8 million in 1990, a 30 percent 
decline from the previous year. At the end of the third 
quarter of FY 1990/91 (end of March), only 45 percent of 
expected coffee revenues for the fiscal year had been 
collected. The NRM government sees the collapse of world 
coffee prices as an opportunity to diversify its exports; it is 
encouraging farmers to produce other export crops such as tea, 
sesame seeds, cotton, and pineapples. At least in 1991 and 


1992, however, coffee will continue to be the main export 
crop. 
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In November 1990 as part of its structural reform package, the 
Ugandan Government (GOU) allowed four cooperative unions to 
begin exporting coffee directly, removing the monopoly enjoyed 
by the Coffee Marketing Board (CMB). Union Export Services 
(UNEX) now exports 15 percent of Ugandan coffee in a biweekly 
tender system, which fetches prices 7-10 percent higher than 
those in the private negotiated sale through CMB. The Ugandan 
Government also plans to license one or two private coffee 
exporters in 1991. 


Inflation: The inflation rate at the end of 1990 was 25.1 
percent, down from the 1989 rate of 66.7 percent and much lower 
than the 1988 rate of 159.2 percent. The Government of Uganda 
is committed to curbing inflation by controlling the money 
supply and government expenditures. Its hope of lowering the 
inflation rate to 15 percent by the year's end will be 
difficult to achieve, however, given poor food harvests and 
oil-related import inflation. The official rate of exchange 
was regularly devalued in 1990, from 370 shillings to 540 
shillings per dollar. In May 1991 it stands at 640 shillings. 
The parallel rate of exchange was legalized and the Foreign 
Exchange Bureau was licensed in June 1990. Virtually all 
prices - save fuel - are set at the parallel market rate, which 
fluctuates according to the availability of foreign exchange. 
The Ugandan Government has indicated its intention to move to a 
Single exchange rate by January 1992. 


Debt: Estimated at $2 billion in 1990, Uganda's debt burden 
is increasingly difficult to service. Scheduled debt service 
in FY 1989/90 was $195 million. The debt service ratio in 1990 
was 71 percent, up from 62 percent in 1988 and 41 percent in 
1984. Most debt is held by the public sector, including 
parastatal companies. One-half of the external public debt is 
owed to the IMF. Debt servicing poses more of a concern in the 
short term than in the medium term due to the shock of low 
coffee earnings. 


Barter trade: Public sector barter deals assumed less 
Significance in 1990 after the IMF made their cessation a 
condition to future lending. The NRM government stills owes 
approximately $200 million in barter commitments and plans to 
meet those commitments through FY 1992/93. Private barter 
deals in which a trader offers export commodities (tea, timber, 
fish, hides and skins, sesame seeds, beans, and bananas) in 
exchange for imported consumer goods are still common. 
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Budget: The budget for FY 1990/91 shows expenditures of 258.2 
billion Uganda shillings (approx. $350 million) and revenue and 
grants of 203.2 billion. In FY 1990/91, donors are expected to 
contribute 32 percent of the budget in project and import 
support. In FY 1989/90, total expenditures were 11.6 percent 
of GDP (in FY 1990/91, they are expected to be 14.7 percent). 
The government deficit in FY 1989/90 was 5.7 percent (6.8 
percent in FY 1990/91). Defense and internal security consumed 
the largest share of the budget in FY 1989/90, requiring almost 
half of current expenditures. Total revenue collections in FY 
1989/90 were lower than expected, at 5.9 percent of GDP. At 
the March 1991 Consultative Group meeting in Paris, the Ugandan 
Government indicated it would implement radical reforms in the 
composition of public expenditures and the tax system. A 
greater portion of the budget will be directed to the health 
and education sectors in FY 1991/92. The tax administration 
will be strengthened. A reduction of ministries and civil 
servants is planned for FY 1991/92 in which the number of 
ministers is expected to be reduced from 74 to less than 30. 


External Resource Mobilization: Uganda is heavily dependent 
on external assistance. An estimated $637 million of 
commitments of external resources were mobilized to support the 
Ugandan Government's Rehabilitation and Development Plan in FY 
1990/91. Of this, donors financed $245 million worth of 
imports, including agricultural and industrial inputs, raw 
materials, spare parts, and petroleum imports. $325 million 
should be available in FY 1991/92 for import support. The rest 
will be spent on project and balance-of-payments support. 


Donors increased their commitment in FY 1991/92 to $850 
Million, a 33.4 percent boost. The increased commitment 
Signals satisfaction with progress made so far and confidence 
in the NRM government's ability to adhere to the Structural 
Adjustment Program and promote growth in the economy. 


IMPLICATIONS FOR THE UNITED STATES 


It is still true that in the short and medium term, the major 
thrust of investment and trade to Uganda will be for the 
rehabilitation of infrastructure. Since most bilateral donor 
Support is tied to goods from the donor country, the best 
sources of business will flow from multilateral development 
banks, particularly the World Bank and the African Development 
Bank. International donors are focusing on the following areas 
in 1991/92 and 1992/93: (1) Third Power Project: extension of 
Owen Falls electrical power plant, transmission and 
distribution network maintenance, and expansion; (2) major road 
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network maintenance and feeder road rehabilitation; (3) 
financial management consultancies at the Bank of Uganda and 
parastatal commercial banks; (4) hospital and health center 
construction and equipment; (5) education sector management and 
equipment, especially textbooks. 


Although British and European products and services continue to 
be better known to Ugandans because of historic colonial ties, 
interest in U.S. products, investment, and technology remains 
strong and the decline in the value of the dollar has made U.S. 
imports (before transportation and insurance costs are added 
on) noticeably cheaper than British products in particular. 
Best prospects for sales of American products in Uganda are 
agricultural equipment, including processing equipment such as 
oil and cereal mills; pharmaceuticals; hospital and health 
center equipment and supplies such as protective gear and 
syringes; agricultural inputs (seeds, fertilizers, and 
pesticides); and packaging equipment (glass, metal, plastic, 
and cardboard). 


A new investment code was enacted in 1991 that offers 

attractive tax incentives to new investors. Foreign firms now 
operating in Uganda are mainly Asian or British firms with long 
histories of operating in East Africa. Several large American 


firms have significant investments in Uganda, including Exxon 
and Caltex oil companies. Since the Foreign Exchange Bureau 
were legalized in 1990, foreign firms have had much less 
difficulty in repatriating profits. Wages are generally low, 
moreover, and labor is not well organized. 


* U.S. Government Printing Office : 1991 - 282-996/20058 











